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Mr. Vernon Williams, Secretary JUN 2 6 '°7 4" ̂ 8 ^
Surface Transportation Board SURFACE TRANSPORTATION BOARD
Recordation Dept.
395 E Street SW
Washington, D.C. 20423

Re: Texas Railcar Leasing Company, Inc.

Dear Mr. Williams:

.1 have enclosed a certified copy of the document described below, to be
recorded, pursuant to Section 11303, Title 49 of the U.S. Code.

The docurrient'described is the Security Agreement; being the primary document,
dated June 5, 2007. A description of the equipment covered by the document is as
follows:

Twelve (12) 100-ton covered hopper railcard.

TRLX TRLX TRLX

4773 4777 4781
4774 4778 4782
4775 4779 4783
4776 4780 4784

A short summary of the document to appear in the index is as follpws:

A Security Agreement by Texas Railcar Leasing Company, Inc., P.O. Box 1330,
McAllen,. Texas, dated.June. 5, .2007 covering twelve (12), 100-ton covered hopper
railcars'. . ' " . . . . - - " • :

, • .1801 South McColl Road Post Office Box 5555 McAllen, Texas 78502-5555
Telephone 956-682-2265 Fax 956-972-5417 www.bordercapitalbank.com



Correspondence
Page 2
June 5, 2007

A fee of $35.00 is enclosed. Please return the original and the extra copy, if it is
not needed by the Commission for recordation, to Mario Ysaguirre, Senior Vice
President, Border Capital Bank, P. 0. Box 5555, McAllen, TX 78502-5555.

Sincerely,

Mario Ysaguirre,
Senior Vice President

MY/jmf
Enclosures

This instrument was acknowledged before me on this the,5th day of June, 2007,
by Mario Ysaguirre, Senior Vice President of Border Capital Bank, McAllen, Texas on
behalf of said corporation.

1/WM.RJUffl
PiMc, State oneo4

Commission Expires
02-08-2011

Notary Public in and for the State of



SECURITY AGREEMENT
TRUE AMD CERTIFIED

Loan* 24411

DEBTOR'S NAME(S) : J

TEXAS RAILCAR LEASING COMPANY, a Texas corporation

P O BOX 1330
MCALLEN, TX 78505

^DATKOFAGKEEMFJfT 06/05/2007

SECURED PARTY'S NAME AND ADDRESS

BORDER CAPITAL BANK
1801 S. McCOLLRD.
MCALLEN, TX 78503

I. GRANT OF SECURITY INTEREST. Foi value received, the undersigned (referred to as "Debtor" whether one or more) grants to Secured Parry named above a
security interest in the Collateral described below to secure the payment of the "Indebtedness* (as defined below) and performance of all Debtor's obligations and
agreements in this Agreement or other documents evidencing the Indebtedness. For purposes of this Agreement, any term used in the Uniform Commercial Code, as
adopted and revised from time to time in the Stale of Texas in the Texas Business and Commerce Code ("UCC"), and not defined in this Agreement has the meaning
given to the term in the UrC. Debtor's location (if other than the address reflected above) is in the state of T§*r_§ •

II. DESCRIPTION OF COLLATERAL. The "Collateral" shall include:
PURCHASE MONEY INTEREST CLAIMED.
All equipment and inventory of whatever kind or nature, wherever located, now owned or hereafter acquired, and all returns,
repossessions, exchanges, substitutions, replacements, attachments, parts, accessories, and accessions thereto and thereof and all
proceeds thereof, (whether in the form of cash, instruments, chattel paper, general intangibles, accounts or otherwise); including, but
not limited to the following 12-100 ton covered hopper railcars:

TRLX

4773
4774
4775
4776

TRLX

4777
4778
4779
4780

TRLX

4781
4782
4783
4784
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SURFACE TRANSPORTATION BOARD

1 his term •Collateral* also includes lo Ihe cxlcnl IKK lisled above as original collateral. .
(1) After-Acquired Progeny After-acquired properly, provided, however, ihe security interest will not attach 10 (a) consumer goods, alter than an accession when given as additional security, unless Hie Debtor

acquires rights in them within 10 day* alter Ihe Secured Parly gives value, or (b) a commercial ion claim

(2) Pioceeds Proceeds, products, additions, suhslitutions and accessions of the Collateral

(3) Deposits Unless prohibited hy law. any property (excluding Individual Retirement Accounts and other qualified retirement accounts), langible or intangible, in possession of Secured Parly at any lime
during the term of this Agreement, or any indebtedness due from Secured Parly lo Debtor and any deposit or credit balances due from Secured Parly lo Debtor, and Secured Party may at any lime while
the whole or anv part of (he Indebtedness remains unpaid, whether before or after maturity thereof, be appropriated, held or applied toward payment of the Indebtedness or any obligation of Debtor lo
.Secured Parly

III. SECURED INDEBTEDNESS. The security Interest granted under this Agreement secures Ihe
following (referred lo as the •Indebtedness") (1) the performance of all of Ihe agreements,
obligations, covenants and warranties of Debior as set forth In this Agreement or any other
agreement between Debtor and Secured Party: (2) all liabilities of Debtor lo Secured Party of
every kind and description, including (a) all promissory notes given from Debior in Secured
Parly, (b) all future advances from Secured I'arly In Debtor, whether in the form of a loan for a
similar or different purpose than anv other loan to Debior, fc) Debtor's overdrafts, whether
business or personal, (d) direct or indirect liabilities, <e) liabilities due or to become due and
wlieiher absolute or contingent, and (0 liabilities now existing or hereafter arising and however
evidenced; (3) all extensinm, renewals and deferrals of liabilities of Debior lo Sccuied Parly for
any term or terms, tu which the undersigned hereby consents; (4) all interest and other finance
charges due or lo become due on Ihe liabilities nf Debtor lo Secured Party. (5) All expenditures by
Secured Party involving the performance or enforcement of Debtor's obligations, agreements,
covenants and warranties under ink Agreement or any other agreement between Debior and
Secured Party, and (6) All costs, attorneys' fees and other eipendilures of Secured Parly in Ihe
collection and enforcement nf any obligation or liability of Debtor tu Secured Party and in the
collection and enforcement, sale or other liquidation of airy of the Collateral

IV. GENERAL PROVISIONS.
1 WAIVERS. No act. delay or omission, including Secured Party's written express waiver of a
remedy after any default under this Agreement, shall constitute a waiter of any of Secured Parly's
rights and remedies not expressly waived in wniing under this Agreement or any other agreement
between the parties. All of Secured Party's rights and remedies arc cumulative and may be
exercised singly or concurrently The waiver or exercise of any one or more rights or remedies will
not be a waiver or a bar to the exercise of any nihcr rights or remedies upon any subsequent default
No waiver, change, modification or discharge of any of Secured Parly's rights or remedies or
Debtor's dunes as specified or allowed by this Agreement will he effective unless in writing and
signed by a duly authorized officer of Secured Parly Acceptance of any partial or late payment
shall not constitute a waiver of any requirement nf this Agreement or impose any additional
notification duties upon .Secured Part) Debior ami all other signers, including guarantors, waive
presentment, notice of dishonor and protest, notice of default, notice nf intention to accelerate and
notice of acceleration and consent to any and all ci tensions of tine fur any term or terms regarding
payment due, partial payments, nr renewals before or after maturity Debior and all other signers,
Including guarantors, further consent lo substitution, impairment, release or nonperfeciinn with
regard to the Collateral, ami the addition nr release nf or agreement not lo sue any parly or
guarantor
2 AGREEMENT BINDING ON ASSIGNS This Agreement Inures to the benefit of Secured
Party's successors and assigns, and is binding upon Debtor's heirs, executors, administrators,
representatives, successors and permitted assigns (and all persons who become bound as a debtor 10
Ihis Security Agreement), hut nu person taking from or representing Debtor has any right lo
advances under any instrument nr document secured by this Agreement
3 CHANGES IN TERMS Secured Party reserves the right to change any of tire terms of this
Agreement In accordance with applicable law and the provisions of this Agreement
4 fERM OF AGREEMENT This Agreement, and Ihe security interest created by this Agreement,
will remain in force until all of the Indebtedness is paid in full, unless the security interest created
hy tins Agreement is earlier released hy Secured Party in writing
5 RIGHTS OF SECURED PARTY ASSIGNABLE Secured Party, at any lime and ai us option,
may pledge, transfer or assign its lights under Ihis Agreement in whole of in part, and airy
transferee or assignee shall have all Secured Party's rights or ihe parts nf them so pledged,
transferred or assigned Debtor's rights under Ihis Agreement or in Ihe Coilaleial may not be
assigned without Secured Party's prior written consent.

6 JOINT AND SEVERAL RESPONSIBILITY OF DEBTOR AND SURETIES The responsibilities
nf Debtor and any c» debtor, guarantor, surely or accorrmndaiion parly under this Agreement are joint
and several, and the references to Debtor in this Agreement shall be deemed lo refer in each such
person, including any person who pledges Collateral even if such fdedgur is not otherwise liable under
any promissory nnle. guaranty or other instrument secured hy this Agreement
7 SEPARABILITY OF PROVISIONS. If any provision of this Agreement shall for any reason be held
invalid or unenforceable, such invalidity or unenfurceability shall not affect any other provision of this
Agreement, and Ihis Agicement shall be construed as if such invalid or unenforceable provision had
never existed.
8. GOVERNING LAW. Tbist Agreement lnaU br construed and enforced hi accordance wkh the
laws of Ike Stele ef Tnn, except la Ihe extent that the UCC prnrWH for application or the law
whm the Debtor or the collateral b located (If other Ihm Tent) n the caw nmj br.
». ENTIRE AGREEMENT This Agreement, together with any montage of real estate which may
be'Collateral, constitutes Ihe entire agreement between the parties with respect to the subjects
addressed herein This Agreement may be amended or modified only by a writing signed by Secured
Parly specifying lhal il is a modification, amendment or addition lo this Agreement

.EVENTS OF DEFAULT. Debior shall he in default under this Agreement upon the happening of
any one or more of ihe following events or conditions, called "Events of Default" in this Agreement
1 If any warranty, covenant, agreement, representation, financial information or statement made or
furnished tn Secured Party by Debtor, any guarantor nr surety, nr nilierwlsc on Debtor's behalf to
induce Secured Parly lo enter Into this Agreement, nr in conjunction with it. is violated or proves lo
have been false in any material respect when made or furnished
2 If any payment required in Ihis Agreement or under any other agreement or obligation of Debtor
to Secured Parly or lo others is not made when due or in accordance with the terms of the applicable
contract
3. If Debtor defaults in the performance of any covenant, obligation, warranty, or provision
contained in Ihis Agreement or any other agreement, mortgage or obligation oT Debtor to Secured
Party or to mhers, including without limitation Debtor's failure to insure the Collateral or unlawful
use of the Collateral.
4. If any event or condition exists or occurs which results In acceleration nf Ihe maturity of any
obligation of Dettar to Secured Patty or to others under any note, mortgage, indenture, agreement,
nr undertaking
5 If anyone makes any levy against or sei/es, garnishes nr attaches any of Ihe Collateral, if Detaini
consensually encumbers any nf the Collateral, or if Dcbior sells, leases, or otherwise disposes of any
of the Collateral without Secured Party's prior written consent as leqtnred by this Agreement or any
mortgage executed in connection with Ihis Agreement
A If the Collateral us kut. stolen, substantially damaged 01 desuoyed
7 If, in Secured Parly's judgment, the Collateral becomes unsatisfactory or insufficient in character
or value, and upon request Debior fails to provide additional Collateral as required hy Secured Parly
8 II at any lime Secured Piny, in its sole discretion, believes the prospect of payment or
performance of any duly, covenam, warranty or obligation secured by this Agreement is impaired
9 If Debior or any guarantor or surety dies, dissolves, terminates existence, or becomes insolvent, if
a receiver is appointed over any part nf Debtor's prrqieriy nr any pan of the Collateral, if Dehliir
makes an assignment for the benefit of creditors, or if any proceeding Is commenced under any
bankruptcy nr insolvency law by or against Debtor or any guarantor rr surety for Dcbt<<r
10 If Ihe Collateral is removed from the location specified in this Agreement or in a vpaille notice
in Secured Party wiilinu .Secured Parly's pnor written consent, except for temporary periods in the
normal and customary- use of Ihe Collateral
II. Secured I'arly shall receive at any lime following the Closing a Tiling office report indicating that
Secured Parly's security interest is not prior lo all other security interests nr other interests reflected
in Ihe report

VI.ADDITIONAL PROVISIONS. The undersigned specifically agree 10 all of Hie 'Additional
Provisions" on the reverse side of this Agreement.

SECURED PARTY'S SIGNATURE

BORDER CAPITAL BANK

Mario Y^aguirre, Sr. Vice Pres

DEBTOR(S) SIGNATURED)

ly: Grace P. Novell, Exec. Vice President of
Texas Ratlcar Leasing Company

Form TX726 d Copyright OS/Of Amtrlctn Btnk Systems. Inc.



ADDITIONAL PROVISIONS
DF.BTOR EXPRESSLY REPRESENTS. WARRANTS. COVENANTS AND AGREES: *

• ' -'••"•• •••" ' '.'.-••':' REPRESEOTA'TIONSi'-WJ.^^
1 FINANCIAL INFORMATION All a|iplicuioiu. balance shetis, earnings statements, and other financial Debtor in Secured Pany's favor, including this Agreement, unless such security would cause Secured Party la be

information and representations which have been, or may later be, furnished lo Secured Party ID induce it to enter in violation of a right or rescission or a restriction on security interests, In which case, to thai extent, uich
into ur continue a financial transaction with Debtor fairly represent Debtor's financial condition as of the dale and amounts will not be secured The amount or Debtor's liability under this paragraph shall be subject to accrual of
for the period shown in such documents All Information furnished to Secured Parly at any lime and in any form interest at a rate not exceeding the annual percentage rale ('APR*) or imeiesl rale provided in the insimmenl
is. or shall be at the time furnished, true and accurate in all material respects and sufficiently complete to give secured by this Agreement Any nonce required In connection with this paragraph shall be sufficient if given ai
Secured Party full knowledge or the subject mailer Debtor will provide to Secured Party annually, or more Debtor's address set fordi in this Agreement by (a) mailing the notice ai least 10 days before, or (b) delivering
frequently if Secured Party so elects, such financial information about Debtor's atlairs as Secured Party may the nonce at least 5 days before the commencement of the performance of the dunes specified in the notice
reasonably request Debtor's financial condition has not changed materially since the effective date of the last
furnished financial information except as Debtor has reported to Secured Parly in writing [j POSSESSION Debtor shall have possession of the Collateral, except where expressly otherwise provided

in this Agreement or where Secured Parly chooses lo perfect us security interest by possession in addition lo ihe
ollat.« filing of a financing suiemeni Where Collateral is in the possession of a third party, Debtor will join with Secured

— — — •-
receive proceeds and distributions from or interest in Ihe Collateral 14 CHATTEL PAPER. If the Collateral includes chattel paper. Debtor will not create any chattel paper

without placing a legend on ihe chattel paper acceptable to Secured Puny mdicdiing that Secured Party has a
3 OWNERSHIP FREE OF ENCUMBRANCES Except for the security Interest granted by this Agree- security interest in ihe chattel paper.

mem or by a mortgage executed in connection with this Agreement, and except for any security interest pniini»«B uniupv ccrimirv IMTI-BFOT TV, .h „•.„, n.hi«r .». .k. i~i hi i . •.previously disclose.) in writing lo Secured Party. Debtor now owns, or will use the proceeds of ihe advances '5 PURCHASE MONF.Y SECURITY INThREST. To the extent Debtor uses the Indebtedness to
secured by this Agreement to become the owner of die Collateral (or has rights in or Ihe power lo transfer the Pun-*"* Collateral Deblor's repayment of the Indebtedness shall apply on a "nra-in-firn-oui" basis so that the
Collateral) free from any prior hens, security mieresis or encumbrances Debtor warrants title to and will P°™o» ol "he Indebtedness used to purchase a particular item of Collateral shall be paid in the chronological
defend ihe Collateral against all claims and demands of persons claiming any interest In the Collateral adverse orlll!r lhe Dl:blor purchased the Collateral.
to Secured Party. Debtor will nut permit any liens or security interests other than Secured Parly's security in. DEBTOR'S NAME AND LOCATION Deblor's enact legal name Is as set forth on the reverse side
interest to attach to any of the Collateral, and will not permit the Collateral to be levied upon, garnished or Of ihjs Agreement If Debtor is an individual. Debtor's principal residence is at Deblor's address as set forth
attached under any legal process, or permit any other thing to be dune that may impair the value ol the herein. If Debtor is an entity other than an individual Deblor's location (i.e., place of business duet
Collateral or the security interest granted lo Secured Party by Debtor executive office or stale of organization, as the case may be) is in ihe sialc reflected for Debtor's address or

4. FINANCING STATEMENI-S Nu Financing Statement or Lien Entry Form covering the Collateral ,s Z£^~ '̂3^^.j£^J*SF^^ JlLn^STnr h.'ullj".™ îT.!
on file in any public office except in connection with ihis Agreement Debtor agrees to join wuh Secured Party !£"£*",," ^1' pS.̂ rTE.1" ll!(""""1,}">r «""*'«• 1U iuac of '"corporation) or '" leg"! name without
in executing one or more Hen Eury Rmns. hna.icing Statement*, or Effective Financing Statements in form I'"""""1* *"*»"<* Vm» X dlvs, P"or W"1IM1 noll«
satisfactory ID Secured Pony and provide such oilier documents as may be required from lime to lime In order 17. DEBTOR'S COOPERATION In addition 10 Debtor's other obligations and agreement] in this Agrec-
10 evidence, perfect or continue perfection, or record the security interest granted in Ihls Agreement Debtor meni, and Secured Parly's remedlesT Debtor agrees and promises lo do all acts which Secured Party deems
hereby auihnn/es and grants to Secured Party a power ol attorney lo execute such documents on Deblor's reasonable or necessary to preserve or proiect the Collateral, including, without limitation, ihe following.
behalf A carbon, photographic or other lepnxlucnon of this Agreement or of any Financing Statement is
sufficient as a Financing Statement. ' (a) FARM PRODUCTS If ihe Collateral Includes "farm products.' Debtor agrees to execute and deliver to

Secured Party an "Effective Financing Statement' containing all infonnaiion required by law. Debtor also agrees
5 LOCATION Or COLLATERAL, RECORDS. INVENTORY AND EQUIPMENT. Debtor will give to furnish lo Ihe Secured Party a list of the names and addresses of the buyers, commission merchants, and selling

Secured Party written notice of each office or location at which die Collateral and1 Debtor's records pertaining agents to or through whom DelHor may sell Ihe farm products and agrees to keep such list current Secured Parly
to the Collateral are kept Debtor shall nut be required In give such nonce if all Collateral and all of Deblor's may inform persons on such list and others of Secured Parly's security interest in the farm products. If any of the
records pertaining -c ------ ' --' ' " ^ • - "-•- ------ J --------------- ̂  ----- ' ------ ' ' . . . .
Agreement, and if
of any proposed change
of such change Debtor will

farm products listed on the certificate.

6 SALE, LEASE OR DISPOSITION OF COLLATERAL PROHIBITED Debtor shall not sell, mortgage. (b) LIVESTOCK. In addition lo.ilie provisions"of ihis Agreement relating to farm products, if the Collateral
transfer, exchange, lease, hypothecate, assign, license, gram any other security interest or otherwise dispose ol Includeslivestock, to the exieni Secured Pany deems ll necessary 10 preserve ihe Collateral, and upon Secured
all or any pan of UK Collateral or Deblor's nghis in 11 without first obtaining Secured Parly's written consent Parly's demand, wuh an appropriate credit for Its value. Debior will make available to Secured Pany all feed,
Secured Pany's consent may be conditioned upon any requirements (including, but not limited to. the both hay and gram, and all equipment owned by Debior and used In the feeding and handling of the livestock
application nf proceeds to obligations secured by this Agreement) which Secured Party deems to be for the Debtor will cooperate with Secured Pany and use Deblor's best efforts to allow Secured Party use of all
protection of us security interest Secured Parly's consent will not be deemed to be cffecuve unless and until Deblor's right, tule and interest In or lo all water privileges, all other equipment used in the feeding and handling
such requirements and conditions have been fulfilled Neither Debtor's grant of a sicurity' interes) in the of ihe livestock, and aU'contracis and leases covering lands for pasture and giaung.
proceeds of ihe Collateral nor any requirement that Debior furnish a Statement concerning 'farm products, if
applicable, shall be construed 10 mean dial Secured Party consents lo sale or any other disposition ot ihe (c) CHATTEL PAPER. ACCOUNTS. INSTRUMENTS. DOCUMENTS. SECURITIES and NOTES If
Collaieral the Collateral becomes evidenced by chattel paper, accounts, instruments, documents, snares of slock or other

1 MitwTPWAWi-R a Mil iMcprrrinki n.h,«r » ... „»«, ,vn,no. chall r.i i™ ,k. rvn.r.r.1 in s011"111". promissory notes, trade acceptances, or other instruments in writing, or if Debtor receives slock
7. MAINTENANCE AND INSPECTION Debior, at us own expense, shall (a) keep ihe Collateral In „„„,, ri£ms lo subscnbe, dividends of any kind or character (including liquidating dividends) new securities

good condition and repair so that its value and operating efficiency shall be maintained and preserved, (b) not ^ •m*KSi. or any other property by reason of ownership of the Collateral. tlii Collateral shall Include all
pennit ihe Collaieral to be misused, abused, wasted or allowed to deteriorate, except for the ordinary wear ail!h „„,„.„, .nj 1̂ ,, sinu^ |,ar(v provldes otherwise Debtor immediately shall deliver and pledee the
C^.afeVAwhJfv'M ±er£'£ IE — • Eil *•"»• m&^^£^*»^W&*^&1&Uicollateral lawruny ami not permit us illegal use or its use in a manner not permuted or covered ny me 5uC|| proceeds and property in the same manner as the Collaieral originally pledged under this Agreement
insurance on ihe Collateral required by this Agreement. Debior shall comply promptly wilh all requirements of secured Party, ai its option, may permit such property to be receive? and retained by Debior but Secured
any governmental agency affecling the Collateral and. upon Secured Pany's request, deliver to Secured Party Pany „,,, J' ,lm7ierminue: sSrtTpenrXioT Debtor agrees uj execute all rSessarTsiock powen and
evidence of such compliance Debtor shall at all nines keep accurate and complete books and records ol X* conveyances u.^led^™u> SecS *hny amDrowny described in to paragS tfebu7als?ai{iees w
transactions and information relaung to the Collaieral Debior grants to Secured Parly the right and privilege „,„„, wf M\1a ^ financiiut statements and other documents reoulredbv Secured Panv to oroteci or
ol making such inspections of the Collateral and Deblor's boots and records relaung to u as Secured Pany falM lhe ,„,.,,,«„, BiedEe lrmi(a and eram of the senirliv interest wanted in this Agreement
deems necessary, and auditing or causing an audit or verification ot such books and records, at any lime anil fc«,rall.ss of ,£ rorm if any'assignment endorsement or other conveyance executed by Debtor Debtor
fiom tune to lime, including coniacung Debtor's customers or suppliers In connection with such audit or wlfves presenlrlu!m. demand, „„,,« of dishonor, protest and nonce ot protest, and all other notices with
verification Debior agrees to assist Secured Party in facilitating such audits, verifications and inspections „„,„., £ ^h con¥eyailceS if'lhl! Collateral includes accounts nr other receivables and the right to payineni

Is enhanced by a letter of credit. Debior agrees lo deliver Ihe feller of credit immediately lo Secured Parly,
8 TAXES AND FEES Debtor shall pay proinpily any and all lues, Lssessmenis and license fees with and not 10 make demand under ill or assign ll by way of security or otherwise without Secured Parly's prior

respect to the Collateral or use of ihe Collateral when the same shall become due If ihe Collaieral Is on or express consent In writing, which consent Secured Party is under no obligation to give.
afSxrfio real,, ow«d b, Deb™. Debtor shall make all such paymems with respect to ihe rediy when they {d) ANp KEMITTANCES Unon demand ot and as spec.fied b, Secured Pan,, when

Debior receives any checks, trade acceplancesTuraris, cash, or other remittances, in payment of accounts or
9 AFFIXING TO REAL OR PERSONAL PROPERTY PROHIBITED Unless Debtor has also granted other Collateral or as proceeds of inventory or other Collateral. Debior shall apply the same directly on

Secured Party a first priority mortgage in the Collateral, Debior shall not permit any of ihe Collateral which Debtor's liability to Secured Pany. or deposit the same in a special account maintained wilh Secured Pany
is personal property to become an accession or affixed 10 other personal property or become attached or affixed and from which Secured Pany has ihe power of withdrawal. If Secured Pany so requires. Debtor will
10 real properly without first obtaining Secured Pany's written consent Secured Pany's consent may be proinpily notify Secured Party of such applications or deposits, identifying in writing the source of same and
conditioned upon any requirements (including, but not limned to, the subrogatiun ol other interest owners In ihe Collateral which has been convened mm same The funds in any such special account shall be held by
and to such other personal or real property to Secured Pany's rights and interest in the Collateral) which Secured Parly as security for all Debtor's liabilities to Secured Party Said proceeds shall be deposited in
Secured Party deems lo be for the protection of its security interest Secured Pany's consent will not be precisely the lorm received, except fur Deblor's endorsement where necessary lo permit collection of Hems,
deemed lo be effective unless and until such requirements and conditions have been fulfilled which endorsement Debior agrees lo make, and which Secured Party is liereby granted a power of attorney lo

make nn Deblor's behalf it Debior tails or refuses to make such endorsement. Pending such deposits, Debtor
in njciiDiura nu TUC r-ni i n-con uik.i. .-.. „» .K. i.j.k.̂ n... „„.!_. «.,...ui.n. —.i agrees that any such checks, drafts, cash or other remittances will not be commingled with any of Deblor's

.hroug\Ju™fuTLn°Nof B EAjgPe!fLm EDebLZ!l Stam'.^ "Ztt̂ JfcSLSt *£ °r ̂ S^S^SS t̂Si ttMTfJA^tSfK? " TV

pol"cies! exJpTlor ve^do" single InlereTl msu^or cerafied cople? o^h^lldes e.?dSg die lut!ra£e ^Sec r̂ed ̂ my'or'ty' g"vSrnem re^ulaiJoTTn nior™of"such "ndsTn"!! ̂ srwtoh^S^u^aT

may act as Deblor's aiiomey-in-faci. wnh'power'of aiiorney u procure insurance, make^aojusl" and settle claims M PROCEEDS Whenever the sale, exchange, or oilier disposition of inventory or other Collateral gives
under or cancel such insurance, and endorse Deblor's name on any drafts or checks drawn by insurers of the rise to an account, chattel paper, instrument, or general intangible for the payment of money ('proceeds* for
Collateral Provided, however, Secured Party is under no obligation and has no duty to procure insurance, pay purposes of ihis paragraph), Debior. as required by Secured Pany. shall notify Secured Pany promptly of the
premiums, make, adjust or settle claims with respect to any insurance or to cancel any insurance required by this disposition of said Inventory or other Collateral and any resulting proceeds. With respect to all proceeds
Agreement Debior assigns to Secured Parly any returned or unearned premiums which may lie due upon covered by this Agreement, Debior represents Hut 0) no set-olf or counterclaim exisis or shall be permuted to
cancellation of any such policies for any reason whatsoever and directs insurers to pay Secured Parly any exia <"> "° agreemenis hive been or shall be made for any material modification, deduction or discount, and
amounts so due Any balance of insurance proceeds remaining after payment in full of all amounts secured by (j1" m Panial payments have been or shall be made except as revealed to Secured Party by Debior in writing
ihis Agreement shall be paid to Debior • • > • • ' AH procjjj, wnere ihe right to payment has noi yet been earned by performance shall be evidenced by a

binding wrinen contract between Debtor and third parlies, and copies of such contracts shall be provided lo
II EXPENDITURES BY SECURED PARTY Ai Its option, and after any written nonce lo Debior re- Secured Pany Secured Party shall have the nghi to notify any account debtor or obligor of Deblor's obligation

quired by law, Secured Parry may, but is not obligated to. discharge taxes, liens, security interests or other to make paymems directly to Secured Party and Secured Pany may lake control of all proceeds, which right
encumbrances on the Collateral, or pay for (a) the repair of any damage u the Collateral, (b) anything necessary Secured Pany may exercise at any lime Until such lime as Secured Pany elects to exercise such right,
to maintain and preserve the Collateral, and (c) insurance on lhe Collaieral Debior shall be liable and agrees to Debtor is authorized as Secured Pany's agent to collect and enforce such proceeds The costs ot such
reimburse Secured Party promptly for all such expenditures, and for all costs, attorney fees and other collection and enforcement, including attorneys' fees and other expenses, shall be borne by Debior, whether
disbursements made by Secured Pany in connection with this paragraph. In addition, Debtor shall be liable and incurred by Secured Parly or Debtor
agrees lo reimburse Secured Party promptly for all costs, attorney fees and other disbursements made by Secured (f) FEDERAL ASSIGNMENT OF CLAIMS ACT If the Collateral includes accounts or other receivables
Pany as allowed by law or provided fur in this Agreement in enforcing or collecting any note, warranty, or with a face value over 11.000, and which arise out ot a contract with the United Slates of America or any of
liability ot Debior lo Secured Pany, or in realizing upon, enforcing or collecting any account, promissory note, us departments, agencies, subdivisions or instrumentalities, Debior shall notify Secured Party proinpily in
chauel paper, instrument, document or other collateral of Deblor's in which Secured Pany has a security interest, wnllng of that tact Debior shall execute any instruments and lake any other action Secured Pany requires or
Until Debior reimburses Secured Party for the amounts provided in this paragraph, such amounts shall be requests to perteci Secured Party's security interest in such accounts under lhe provisions of ihe Federal
rnnsidered part of Deblor's liability to Secured Party which is secure*! by any security agreement executed by Assignment of Claims Act

REMEDIES v-"-"- - ;*; 'T^ '̂7^-.— ' — ""' --• .. .-..,' v;. '••
Upon lhe occurrence of an Event of Default, and at any later lime, Secured Parly may, except as otherwise apply the proceeds on or against any such liability Secured Pany may notify account debtors and obligors 10
provided by law, at Its option and wuhoui nonce or demand lo Debior, exercise any and all rights and remedies make payment directly to Secured Pany. and may demand, collect, receipt for. settle, compromise, adjust, sue
provided by the UCC, as well as all other rights and remedies Secured Pany possesses, including but not limned lor, foreclose, release or realize upon the Collateral, in Secured Parly's own name or in Debtor's name, as
lo the right 10. Secured Pany may determine ,

1 Declare all liabilities secured by this Agreement immediately due and payable, and/or proceed to 6 MI or olhera,lse alspose onhe Collateral Unless ihe Collateral in whole or part is penshable or threatens lo
enforce payment and performance of all such liabilities, provided that upon anyprepayment, in hill of lhe fo^fa speedily In value or is of a type customarily sold on a recognized market Secured Pany will give Debior
«„? S^S .̂'̂ HS.Si. *i ™" " * " ""* unea"1Kl P0"1011 ™ "^ niunce or reasonable notice of lhe lime and place of any public sale, or ot Die lime after which any private sale or other
other charge in accordance with law. disposition is lo be nude Such notice shall be adequate if given ai Deblor's address sei fond in this Agreement by

2 Require Debior 10 assemble lhe Collateral or evidence of Ihe Collateral and make ll available lo mailing Ihe nonce at least 10 days before any sale or other disposition or action Secured Party shall be entitled to.
Secured Pany at a place Secured Pany designates which is reasonably convenient to both panics Debior shall and Debior shall be liable for, reimbursement of all reasonable costs and expenditures of realizing on the security
be responsible lor any expenses and damages if Debior wrongfully damages the Collaieral or if, after default interest, including without limitation court costs, fees for replevin bonds, storage, repossession costs, repair and
and demand in accordance wuh law and this Agreement, Debior wrongfully falls to make the Collateral preparation costs for sale, selling costs and auomeys' fees All such costs are secured by the security interest In the
available 10 Secured Parly All such expenses and damages are secured by Secured Party's security interest in Collateral granted by this Agreement, except as provided above under 'Expenditures by Secured Pany "
the Collateral granted by this Agreement Otimt walvej my r|gh| „ mly hay? m mfan SKmaS ,̂ |y m pursuc mv mln, fmm [m my 0, |he

3 Repossess the Collateral, and lor this purpose Secured Party is granted authority to eruer into and upon Indebtedness Secured Pany may comply with any applicable slate or federal law requirements in connection with a
any premises on which any pan ol the Collateral nuy be situated and remove It Debior waives any claim in disposiiion of ihe Collaieral and compliance will not be considered adversely 10 affect die commercial
connection wuh or arising from an entry peaceably made in connecunn with a repossession. Debior authorizes reasonableness of any sale of Hie Collateral iecured Pany has no obligation to clean-up or otherwise prepare the
Secured Pany or us independent contractors to lake possession of and hold any properly located in or Collateral for sale Secured Pany may sell the Collateral without giving any warranues as to the Collateral and

ayment m iun —:—• ••" ~~ ~ ~ — r * •—* * ~* — * • —~— ~* _™.~ . _., __
of all amounts secured by this Agreement shall be paid m Debior applied 10 the indebtedness of Hie purchaser In ihe evenl Ihe purchaser falls lo pay for the Collateral. Secured

Parly nuy resell the Collaieral and Debior shall be credited with the proceeds of the sale
4 Possess all books and records evidencing or pertaining to the Collateral and any personal property m or

associated with the Collateral, and for this purpose SecuretT Party is granted authority to enter imo and upon ^ Secured ,,,„, ,„„, „„, te |labte for fal|lng „, „„„., my „.„„„, „„„,. m, emtna ri^, or
any premises ai which any part of such books and records may be situated and remove them. Any such property olhl:r „., or o ,̂,,,, on uie „„, of Secured Pan m offlc<.;s agents or employees, except as the same
not necessary lo enforcement of Secured Pany s nghls shall be relumed to Debior on.demand. or odierwise conaluiles „») failh or fal|un. £n in a commercially reasonable manner Secured Pany shall have acted in
upon completion ol use > a commercially reasonable manner if Its action or macuon is consistent with general commercial usage of

._. . u /, ., . i r c o u i o _j o . L> pmits similarly situated in the area of Secured Parly's location, but this standard shall not constitute
5 Transfer any of ihe Collateral or evidence of the Collateral into Secured Pany's own name or that of a Siswrova| „,-'„, procedures which otherwise may be reasonable under the circumstances nor require

nominee, and receive Ihe proceeds and hold the same as security for Debtor s llabllitte-. to Secured Party or Secured Pany to lake steps to preserve rights against prior panics in an instrument or chattel paper
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